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oo. “Industrial production reached 121. percent of the 1923-25 average 
im December according to the preliminary Federal Reserve Board index. 
This is two points above the 1929 average and only four points below 
the June 1929 peak, The gain of 7 points for December was an extension 
of the rapid advance whieh appeared in November when the index rose ~ 


1° An egoompanying chart shows the seasonally corrected ‘Federal Re-- 
Serve Board monthly indexes of industrial production from 1919 through 
1936 together with an: index of population. This chart shows that pro- 
duction reached its 1923-25 ratio to population in November, Industrial 
production is now back both tovits 1923-25 ratio to population and to 
the 1904-32 per capita trend, © 


oes) Output. in factories. using agricultural raw materials established 
a new all time high in December (see attached chart). The. 1925-25 .- «>. 
average ratio, of aggregate productiom of durable goods to that of ». 
non-durable goods has approximately been reestablished. This ratio ».- 
fell to 29 in August: 1932 bat had recovered to an average of 96 for the 
last quarter of 1956. Based on past experience, it seems that this 
ratio must remain below 110 to avoid the denger of industrial instability 
and a falling off in domestic demand for farm products, ~ 9° ~~~ 


Current labor troubles in the automobile industry and threats 
of similar. troubles in steel, coal, and transportation, together with 
the ‘rapid wholesale price advances which got under way during the Tast~ 
quarter:of/ 1936, suggest that the recent sharp advance in industrial. ©". 
production may well: be partially due both to forward dealer buying and». 
to an attempt on the part of produsers.to build up stocks, «fhe near ©)” 
term production outlook is obseured somewhat by this situation. How-\.° 
ever, Some relapse appears to be taking place at the presentstime.: -.: 
The most, visible immediate reasons for this are the automobile labor ~ 


troubles. and more, recently, extensive. floods, - +. S78 10. se 
Whereas floods will, no doubt, tend to retard tusihess fora’. 

time as they did early last. year, the after effects will be stimulating. 

When the waters subside, Gonsiderable réetuilding will be necessary and 


whe 3 fee Pies (++ ce producers of construction materials accordingly stimusi« 
rom - Ave . 


Last year the production index for April» (the firstimonth afterc 


the floods) rebounded from the year's low of 93 in March to 100 percent 


4 arn Gon 0 4 eek a oT 
ot PR SA CL, a 


of the 1923-25 average. 
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“Settlement of the labor dispute in the automobile industry, when 


"4% comes, should be followed by a substantial cain in production for 
“this industry. Certain aspects of the motor situation are not unfavor- 
able, ‘Trade comments suggest that‘used car inventories have become. 
‘rather burdensome, The present lull in new oar production will afford 


dealers a chance to exert special effort in moving used cars. At. the 


‘same time, new car Stocks will be drastically reduced at the season. 
“When they are. ordinarily. built. up to take care of spring demand. This, 
-when.full production can be resumed dealer demand.will. be exceptionally 
“heavy and movement into buyers' hands facilitated by an improved used 


car situation, 


‘It appears. ‘that production. is experiencing a ra lapas after having 


_guecessively reached new recovery highs for four conseoutive months, 


This is the first recession: since that of the initial quarter of 1936. 


‘fhe upward, push of recovery. forces, aided by post-flood demand.and later 


by» settlement of the auto etrikes: is on st to — ithe current relapse 
one asereeanaenes proportionse 


Unemployment is stint Lado 


‘Retshen: hevesthel recovery and virtual attainment of pre-de~ 
pression balance in production, discussed above, unofficial estimates 
show thet about 9 million of the employable population are either without 
work or are employed at emergency jobs, as compared with 15 million 
in March 1933. December patins bas! of cms mm and poreere eeeure: oneh: 
year Gren 1929 appear. Belen. vet | 


‘; 
$ 
1929 48,724 45,893. 2,851.2. >° 38,243 35,567 2,676 
1980 49,051 42,095 ~~ 6,956 2 88,525 31,921 6,604 
1931 49,378 38,76@ 10,614 +: 88,706 28,691 10,015 
1932 49,706" °» $6,119 13,587 9: 38,761 25,624 13,137 
1933 50,032. °37,986. © 12,046 9s °° 39,118 27,570 11, 548° 
1934 50,358 «© 38,273 12,085 s° 39,468. / 28,108. 411,360" ° 
1936 50,680" 40,040 . 10,640° © $9,810 29,375 ~~ «10,485 
1936 51,013 42, 162 8,851) + 40,225: 81,499 8, 72408 
mae : High and Low Points f 4 Loot 
Oct. 1929" 48,670 ‘4ayuTe 492 28 38,167.” 36,81194i 1,34610.! 
March ine 49,787 TOPE i Sent TL, it = 38,193.00) 24,533%0° 14,5809, 


Y Confident al oetina tes iat Robert R, : ee of the Us .8. Departitent ‘of Commerée, 
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«..»., Allowing for the fact that some yneiplomest exists even in . 
periods of prosperity and realizing that the above estimates are not 
necessarily very acourate; it is, nevertheless; apparent that industry 
mast still absorb about as many (perhaps more) workers as were added 
between March 1933 and December 1936 to reduce unemployment to “its pre- 
depression Significance, Without attempting a definite estimaté of the 
expansion of produétion necessary to absorb six to seven million of the 
present unemployed, also to make room for the inerease in employables, 
it may be noted that the Federal Reserve production index increased 
from’59 to 12B “between*March 1938 and December 1936 while a somewhat 
comparable number were being added to the nation's working force. 


- -“"“If employment outside of agriculture were to parallel industrial 
production, an advance of around 25°percent between now and 1940 would 
be necessary to reduce unemployment to the 2 million mark, “This would 
mean & “production index of close to 150 as compared with en average of 
105 for 1936 ané “12P at the year end. This is not intended as a definite 
forecast of the actual recovery needed for full reemployment, mt is: 
merely’a suggestion as to the apparent minimum necessary to such an 
accomplishments But an advance to a level of 150 would represent a — 
Maximum’ industrial stimation like:that of 1919, 1923, 1925 and 1929, each 
of which was followed by recessiony i) © 65 e), 


©" “Mational Income, Bxoluding Agriculture 


. . “Bided both by mmerous industrial wage advances.and héavy year- 
end dividend, disbursements, national income, excluding agriculture, rose 
from 90 to, 97 pereent of the 1924-9 average between Novenber and December. 
The 1936.enmual estimate (affected to only a minor extent by extra 
dividends} amounts to $56,300,000,000 as compared with $50, 200,000,000 
in’ 1955, a gain of 12.2 percent. On a per capita purchasing power basis 
(i.e. corrected for increases in urban living costs and non-farm popu- 
lation) this répresents a gain of 10 percent. “The following ‘tabilation 
shows emual* estimates of national income from 1924 through 1936. °° 


_.." “Netional Income,’ 192 

: -» MilTieon) . 
hy Total with ° | 
t. Revision for 


4-1936 0 


w Potal 17 


wonltertn SY | ‘Agric. as 
» enn (Dept.of Comm, ° 


“Non-A “Percent of 


ar Series)... 9 # Agriculture. dgrie..1/ Agric, 2/ Total 
1924.0 on wind o¥66y782, ig je 96%, 946.09. nn0$60,186 ... $7,810 °° 1l.5% 
$926 oratki ce ona Tet Sis Lote ee SRO", 63,978 8,315 11.5 
1926 73,625 2 74,586 66,740 7,846 10.5 
1927 14, 566 8 on 75,479. 67,636 7,843 10.4 
1928 76,140 aimee 4s. 69,182 7,941 10.3 
1929 hawt 0789689 yop tone pTIB1S oo 0..4) 714609 ...» 8206... 10.3 
$250 that the yedPoGdyoar faik if 8e4blivn oti on Obes the SeB2Tnaacrar S807 
1931. BR Ore 6l, 774, ¥ ay, Be x” 61,167. Koer 3°03 ST, 048... in ’ & 4, 119. od “ " 667 
1932 48,460 : 47,6 gebar'’™ . ; pawn °* : . eee 
1933 45,507 : 45,649 42,054 3,595 7.9 
1934 50,949 : 51,931 47,080 4,851 9.3 
1935 54,469 : 55,942 $0,188 5,754 10.3 
1936 61,104 : 62,775 56, 304 6,471 10.3 
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daiinee 8. ‘Department. oq Commerce wax Agricultural Adjustment. ‘ta- 
oon» ttinistration from 1929; King and A.A.A. prior to 1929, 


oy Income “paid out” .as. estimated by) U.8,..Department of Commerce from 
1929 except that direct relief is added beginning with 1933 and 
1936 is estimated by A.AsA, © 

2f This is essentially the same as the U oSe Depapthent or Commerce 
estimates of agricultural income produced excépt that revisions 
have hows medy: by hehehe on basis of most, pecent data. 62 : 


The ‘tiret “foam of. figures in the above tatlation: ‘brings up 

to date and extends back to 1924 the U.S, Department of Commerce 1929 
to 1935 national income "paid out™ series. The second cohwm differs 
from the first primarily bééaise business savings for agriailture, as 
estimated by the U.S. Department of Commerce (plus. or mimus), have 

here been disregarded in arriving at agri culture’ 8 contribution ‘to the 
total. Agriculture's contribition as presented in this table shows a 
substantial herd relative to total bees me from 1929 to 1932 and 


As will Hi Sane tad ses aula contribution. +0. ‘total. matiqnel 
income rose. fro «7, percent, in 1932 to.10.5 percent in 1936. 
and 1936, The. 193 a Jon rate "one approximately équal to the average. 
of the ‘years. immed {ately preoeding the depression, ‘Thus agriculture 
ig again contributing its. pre-depression share to the nation's income. 
However, ‘during the .. 909-15 pre-war period, agriculture contributed 17¢ 
percent to the total. On this basis the 1935-86 contrilution of agri- 
culture was 60 percent as important relatively as in the pre-war period. 
Over half of this disparity. is.accounted for .by population changes. 
Non-farm population has increased 58° percent since 1909-13 whereas 
there has, been mo ,inerease:in the aumber of people living.on farmas.: | 
Adjusting :to a per capita basis it is found that agricultire’s contri«- 
bution te the nation's income is 82 percent as important relatively as 


ia the pre-war, period. fo: have béen up to pre-war agricilimre'’s contri- . 


bution to national income, as estimated, would have averaged $41 higher 
per farm person, or a total .of, ¥1,340,000,000 larger, in 1935 and 1936 
then shown in the accompanying tatulation.~ Agriqulture's contribution... 
to national income is not the same as net income of farmers but trends 
are probably not greatly different. Reestablishmdnt of the - pre-war (25 
balance of per capita purchasing. power°of net income-as between-persons —~- 
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fh ‘that the year-to-year gain in construction during the last quarter 
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the entire year. Tatulated below are both dollar figures and index 
rumbers representing the total value of construction contracts awarded 
im recent years as reported by F. W. Dodge. 


Construction, 37 Eastern States 


Mil. $ Indexes 
1928-100 1933=100 
1928 (high) 6,628 100 528 
1933 (low) 1,256 19 100 
1934 1,543 2 123 
1935 1,845 28 147 
1936 2,675 40 213 


fhe gain for 1936 amounted to 45 percent, bringing the volume 
up to 40 percent of the 1928 peak year and to 215 percent of that re- 
ported for 1953. 


An accompanying chart shows the trend of contracts awarded 
(3 months moving average) for the principal types of building and con- 
struction. This shows a substantial decline in the 3 month moving 
average of contracts since the 1936 August-September peak. Despite a 
comparatively open winter in théeast, a portion of this decline is, no 
doubt, attributable to seasonal factors. However, the fact that Decem- 
ber contracts were 24 percent lower than a year earlier and that awards 
for the first 15 days of January 1937 were only 49 percent as large as 
the entire month of January 1936 suggests that the decline is of more 
than seasonal significance and emphasizes the probability that 1957 
may witness a definite reduction in the rate of improvement. 


Priees and Living Costs 


The sharp advance in wholesale prices which got under way early 
in October 1936 had resulted in a 5 percent rise by the middle of Jame~ 
ary. The largest gain occurred in the farm commodity group where the 
advance amounted to 10 percent. This is shown in the following tabulation. 


Prices and “iving Costs 
| Week of Sept. to Week of 
Month of Month of Jen. 16 January Jan. 23 
Sept.'36 Dec.136 137 Gain (37 


Wholesale Prices, 19265100 81.6 8452 8567 5.0% 85.3 
Farm Commodities " 84.0 8865 92,3 9.9 90.3 
Foods * 83.3 85.5 8765 448 86.7 
All Others s 79.6 822 83.1 4e4 83.1 

Farm Prices 1910-14=100 124 1/ 126 

Cost of Living, 1913=100 143.6 143.2 
Food 133.7 131.4 
Other 148, 9 149.5 


U/ 121 in October, 
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The first reaction of any consequence since this advance got 
_under way has oecurred during the last half of January. The relapse _ 
~ started about a month after the first indications of reduced indus= 
bt heen (see weekly production index on an aceompanying 
as. |... | Saammmmamece wmememmermee ane (er cemeniiaine~ ~<-nineunienr amma ame oe 


~ {3 ) Though Living costs increased substantially ‘between May.and 


roe September 1936, due lergely to higher retail food prices, no further 
vo Gmerease accompanied the sharp wholesale price advance.’ In ‘fact, the: 
) o peak of Living costs thus, far im recovery was reached in September, : 
», Gust prior to the start of the rapid advance im wholesale prices, 
ceva dhving costs inereased fractionally am December tut were still gome- 
rye What below the Septenber peak, lower, food prices more than offsetting 
opbhe advance in other items, 7 
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one Ny ‘Wholesale price advances, at the rate of the last three months 
_ Should not be expected to contime. Resumption of a sidewise movement 
Similar to that which prevailed from mid 1934 to mid 1936 would be a 
‘more -logi cal’ expectation. living costs which increased an average of 
only’2,1. percent in 1936 may move doméwhat higher durihg the first 
oe half of LOSTy after which’ (barring another season of low farm pro- | 
» duction) a declinein food eosts' should tend to offset contimied 
-, .2M0reases in rents and possibly in ether items, of thefamily budget. 
On the wholes. diving costs for the year 1937 are not expected to 
“Amerease sufficiently to prevent thé’major portion of! the estimated 
». 10 peroentgain-in national income being, translated into a similar 


gain inenetional purchasing powers °~ 
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New Passenger Car Regis- a ae =—" 2 t 2 
trations (Units) t@ * + 8284 +s 237 3 59 : 139 
Dollar Sales, New Passen- A PORE yy | 5 2 : 
ger Autos (1) aS": 421.8 : 1051 © 73.9 £ 21.2 : 78.4 
Steel Ingot Production... ee 2 8 : 2 
tons : d : 4,432 4,337 3,07 
ba tae Gontracts,(Dodge) , @ , 200 , 208 ¢ "oaa 2 207: Bhe 
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a age wv idied ating wt @ * 143.2 * 142.9 *141.9 * 134.6 * 173, 
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U.S. Imports s as 244 :: 196 : 187 :s 18 : 310 . 
P = Preliminary | ' es KEY: | 
r - Revised i =G_-_in millions - 
(1) sg for seasonal variation b«- 1923252100 
2) Four weeks’ Average ze ¢ = 19292100". 
3) January 1929 \ d = in thousatids 
: : 1ary 1933 Wags —— ts “1910-14100 
uary 1936 \ <=. g - 1913*100 
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